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l. OVERVIEW AND FACTORS AFFECTING PROGRAM PERFORMANCE
U.S. National Interest and Goals

USAID/CAR directly supports U.S. foreign policy in Kyrgyzstan. In his March 1999 testimony
before a subcommittee of the House International Relations Committee, Ambassador Stephen
Sestanovich reaffirmed U.S. interest in Central Asiaand said that ? Today, our overarching goal in
American policy in Central Asia remains securing the sovereignty, independence and territorial
integrity of the states of the region. To advance this objective, our diplomacy focuses on four key
issues: formation of democratic political institutions, market economic reform, cooperation among
these countries and with us, and responsible security policies.? This is echoed in the Misson
Performance Plan?s strategic goals of regional stability, open markets, broad-based growth and
democracy. Its strategic objectives are to promote a free-market economy, transparent, accountable
and responsive governance and reformed health and human services.

Kyrgyzstan plays a unique role in the stability of Centra Asafor two reasons. It wasthefirg of the
Central Asian republics to undertake substantial democratic and economic reform and thus is the
laboratory for demongtrating how democracy can work in Central Asa. It isan unique regiona center
for viable models of successful trangtion. Models of health reform and public accounting devel oped
and tested in Kyrgyzstan are being replicated in neighboring countries. Secondly, the country is
strategically located at the headwaters of both major river systemsin Central Asiaand can therefore
dramatically affect critical, sengitive sectors such as agriculture and electricity generation in the
downriver countries of Kazakhstan, Uzbekistan and Turkmenistan.

Summary Progressin Implementing the Strategic Plan

USAID/CAR has generally had success meeting its strategic objectives in Kyrgyzstan. The
government reduced its fiscal deficit and ceased monetary financing of the deficit in 1998. Thiswas
enacted through a sharp reduction in spending. Program budgeting was successfully introduced in
seven government agencies last year. In tax policy, the mgor USAID achievement was preventing
the passage of a number of potentially harmful amendments to the tax code.

With USAID/CAR, Embassy and other U.S. agency help, Kyrgyzstan become the first country in the
New Independent States to accede to the World Trade Organization (WTO). This achievement
should have a significant effect on the growth of private enterprise over the coming decade. Overal,
1998 performance in the private financial sector remained on track despite the massive shock of the
Russian financia crigs. In banking reform, the country performed exceptionally well under adverse
circumstances, athough in 1999 there has been significant setbacks. USAID?s Centra Asian
Enterprise Fund?for private sector lending and equity investment? continued to have negative results
in 1998.

Progress exceeded expectations for USAID/CAR? s democracy assistance, though these advances
have yet to become institutionalized. Among the gains noted in 1998 were the extensive coverage



of political issues and politica debates, by independent television stations, increased NGO interaction
with the Government, and parliamentarians? outreach to constituents. New work in strengthening
local government is off to agood start.

Performance continues to be very strong in the health sector where USAID/CAR? s highly successful
pilot project in health care financing and delivery has leveraged $25 million in World Bank funding
for its replication throughout the country. With combined USAID and World Bank support
approximately 90 percent of the population will have access to primary hedlth care services by the
year 2002.

Country Factors That Have I nfluenced Progress

Despite Kyrgyzstan? s exemplary work in economic reform, the economic condition of the private
sector and the fiscal position of the government are bleak. 76 percent of the population livesin
poverty, the highest rate of any former Soviet state. The government has not taken opportunities to
develop a sustainable tax base by failing to privatize important sectors such as energy and
telecommunications.

In 1998 there were shocks to the economy stemming from the financid crisesin Russaand East Asa.
Falling exports reduced foreign investment, exchange rates dropped and privatization dowed down.
Other important contributing factors were the nation? s low resource base and high debt burden.

At the end of 1998, there was a major shakeup of the Government, with the President changing his
entire cabinet. Since then a number of ministers, deputy ministers, mayors and other high-ranking
officials have been charged or arrested on corruption charges as part of a concerted government anti-
corruption campaign. The political will of the President to continue making the tough decisions
needed for economic reform will be tested in the face of scheduled presidentia elections.

Key Mission Management Actions

Because of the severe economic crisis and the upcoming eections, USAID/CAR is making a number
of changes to increase support to economic reform and eections. In response to high-level requests
from the government, USAID/CAR has substantially increased its support for economic reform,
particularly commercial law reform, land privatization, banking supervision and implementation of
the WTO accords. The Ambassador and USAID are jointly requesting an urgent substantial increase
in funding to respond to the government?s desire for assistance in introducing public sector
accounting and other needs in banking. USAID/CAR is aso shifting towards a? southern strategy?
(the area in Ferghana Valley), designed to concentrate and coordinate assistance to accelerate
economic development in a poor, densely-populated and ethnicaly volatile part of the country.

USAID/CAR is aso broadening its support for upcoming eections. New and improved practicesin
voter education, voting procedure and tallying and reporting of results need to be applied and tested
in the forthcoming municipa and parliamentary elections. Thiswill prepare the government for the
critical presidential elections shortly thereafter. While USAID/CAR is increasing its support for



economic and democratic initiatives, it will decrease support for health reform as the successful,
USAID-developed models are being replicated nationally with other donor support.

Prospectsfor Progressthrough 2001

Because of the severe economic situation and the upcoming presidentia el ections, the next two years
will be critical for Kyrgyzstan? slong-term future.  The commitment of the government along with
strong donor support? as signaed in the renewa of the IMF program? can help Kyrgyzstan make
continued progress in reversing current negative economic trends.

In addition to important new activities in land privatization and public sector accounting reform,
USAID/CAR will continue support for the development of modern tax administration, legal and
commercia infrastructure, enhanced inter-governmental finance, and transparent land registration
systems. Other activities will support the introduction of international accounting standards and
strengthen the professional capabilities of judges and attorneys. Further efforts will be made to
encourage the creation of an independent regulatory agency for eectricity as well as the completion
of privatization of the state energy holding company. Successful activities in micro-credit and small
and medium enterprise will be expanded in the Ferghana Valey. Support for capital markets will
be phased out.

The new election law suggests that continued progress in democratic reform is possible, asis a
deepening respect for human rights and women? slegal rights. Programs will continue to strengthen
and ingtitutionalize civil society, promote independent media, solidify the rule of law and strengthen
local government.

While phasing out major activities in heath reform, USAID will continue medical partnerships,
infectious disease prevention, reproductive hedth care and targeted services for vulnerable
populations. The infectious disease program will emphasize cost-effective ways to prevent and treat
tuberculosis and possibly other diseases whose resurgenceis aregiona issue. Reproductive health
services will continue to be provided at primary health care service sites, especially through family
group practices.



I. RESULTSREVIEW BY STRATEGIC OBJECTIVE
SO. 1.2: Increased soundness of fiscal policies and fiscal management
Summary

This objective is critical in Kyrgyzstan to combat the fiscal crisisin the country. Asaresult of the
economic crisis in Russia, there has been aloss in confidence of domestic and foreign investorsin
Kyrgyzstan. During 1998, the som fell in value by half and the interest rate on government securities
stood at 50 percent at year end. As aresult of the currency depreciation, inflation rose to 18.4
percent. Moreover, the government faced growing concerns regarding its ability to serviceitslarge
externa debt. Although official statistics indicate GDP grew dightly last year, unofficia estimates
indicate a decline. In order to survive the current crisis, the government needs to increase tax
compliance, formulate budgets that are consistent with revenue projections, improve its forecasting
ability and reduce its externa debt.

USAID is addressing the immediate and long term needs of Kyrgyzstan by targeting three critical
areas. 1) tax adminigtration; 2) tax policy; and 3) budget reform. Tax administration addresses the
government? s need to reduce its borrowing by increasing tax revenues.

The direct beneficiaries of sound fiscal management will be the nationa and local government
agencies that need tax revenues and sound budget policies, government employees and, finaly, al
entities with whom the government isin arrears. All Kyrgyz citizens would be indirect beneficiaries.
Sound fiscal policies and management practices contribute to both short and long-term economic
stability and make a significant contribution toward the growth potential of the economy.

Key Intermediate Results

Three key intermediate results are necessary to achieve this objective: 1) taxes are more fairly and
broadly applied and enforced; 2) government borrowing is less inflationary; and 3) the expenditure
allocation process is rationalized.

Performance and Prospects

Overdl progress in achieving this objective in 1998 exceeded expectations. Thisis true even though
intermediate results had mixed success. The key indicator, the general deficit as a percentage of
GDP, was three percent, significantly better than the target of four percent. The government
managed this by cutting expenditures on supplies and equipment and by deferring other payments.
The cuts amounted to an approximately eight percent reduction in expenditures. The government
took an aggressive stance against deficit spending in an attempt to curtail further growth of debt.

In addition to the lower deficit, government borrowing was aso less inflationary in 1998, and was
much better than expected. During 1998, the percentage of National Bank credit to the government



as apercent of deficit financing totaled zero. This represents a substantia decline from the actua rate
for 1997 of 39 percent. Thisis a strong indication that the government is attempting to use its
economic policy tools to temper the effects of the current crisis.

In an effort to rationalize expenditures, program budgeting was successfully introduced by USAID
to seven agencieslast year. Both the President and Prime Minister advocated program budgeting for
all agencies. This represents a mgjor advance, as previously the government did not support this
activity. Program budgeting links spending to programs, and therefore provides the government with
the ability to evaluate program performance and link performance to future funding. USAID will build
on this success during 1999 by training al agencies in program budgeting. An improved budget
classification system till must be put in place.

USAID input was key to the Tax Authority accepting the need to structurally reorganize. The new
functional structure organizes employees and their duties according to the type of work they do:
assessment, audit, collections and appeals. Implementation of the new structure began January 1,
1999. Thisfunctional reorganization is essentia for fair taxes that are broadly applied and enforced.

1999 will be a critical year in the government? s effort to increase tax collections, as thiswill be the
first year of operation under a reorganized administrative structure for the State Tax Inspectorate.
Significant progress is expected.

Developing appropriate information systems is an essential component of the new functionally
administered organization. With USAID support, headquarters computerization has enabled the Tax
Authority to create a comprehensive taxpayer database. During the fall of 1998, new software was
ingtalled by USAID that the enable rayons (administrative districts) to upload taxpayer information
from a central database. Such advances result in improved efficiency in tax collection.

In the area of tax policy, the mgor achievement was the fact that a number of potentially harmful
amendments to the tax code were avoided during 1998. These del eterious amendments, proposed at
various times by specia interest groups, were consistently held at bay through the strong tax policy
advice offered by USAID advisors.

Recent changes that have taken place in the government appear to bode well for accelerated fiscal
reform in the coming year. The Minister of Finance has been replaced by the former Chairman of the
National Bank, a long-time reformist and USAID counterpart. USAID was successful in
implementing impressive reforms in bank supervision and bank accounting under his leadership and
therefore expects substantial progressin fiscal reform in the future. 1n addition, the government has
placed the customs function under the Ministry of Finance, thus consolidating revenue collection
efforts with the Tax Authority.

Possible Adjustmentsto Plans

The government has requested assistance for amgjor new effort to reform government accounting.



The Embassy and USAID are currently assessing the resources available to meet thisrequest. This
project would complement USAID? s current strategy, as government accounting reform will enhance
the management of public finances throughout the government. The UNDP may also contribute to
a government accounting reform assistance program as it would complement their work in public
administration.

Tax and budget support should continue for the next several years. With the fiscal crisis deepening,
there may be aneed for additional funding for this work.

Other Donor Programs

During 1998, the IMF provided short-term input on tax policy; in April 1999, the IMF will bring in
afull-time advisor to work on theseissues. The IMF aso worked with USAID to prevent legidation
that would have reduced tax revenues. GTZ had provided assistance in the area of administrative
reorgani zation, but recently discontinued this assistance. The World Bank and UNDP both provide
limited support for fiscal reforms, including budget reform.

Principal Contractors, Grantees and Agencies

KPMG/Barents Group works on issues of budget reform, tax policy and administration reform, and
intergovernmental finance reform.



Performance Data Tables

STRATEGIC OBJECTIVE: 1.2 Increased Soundness of Fiscal Policies and Fiscal Management Practices

APPROVED: 12/07/96 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: SO 1.2. Increased soundness of fiscal policies and fiscal management practices

INDICATOR: General government deficit as a percent of GDP

UNIT OF MEASURE: Percent
SOURCE: USAID Fiscal Reform Project, Kyrgyzstan

INDICATOR DESCRIPTION: Expenditures less revenues as a
percent of GDP

COMMENTS: Despite the performance of the economy, this goal was
obtained by substantial cuts in services, which amounted to a 7-8%
reduction in budget expenditures. These deficit targets are even more
aggressive than those of the Strategic Plan for 1997-1999.

YEAR PLANNED | ACTUAL
1995(B) 12.5%
1996 7.0% 6.1%
1997 5.0% 4.1%
1998 4.0% 3.0%
1999 3.0%

2000 2.5%

2001 2.0%

STRATEGIC OBJECTIVE: 1.2 Increased Soundness of Fiscal Policies and Fiscal Management Practices

APPROVED: 12/07/96 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: IR 1.2.3 Taxes are more fairly and broadly applied and enforced

INDICATOR: Tax compliance rate

UNIT OF MEASURE: Percent
SOURCE: USAID Fiscal Reform Project, Kyrgyzstan
INDICATOR DESCRIPTION: Tax revenues as a percent of GDP

COMMENTS: The targets for this indicator were revised in 1998 to
make them more realistic. The severe problems brought on by the
Russian financial crisis made achievement of the revised targets
impossible in 1998. Significant progress should take place in 1999 as
a result of the newly reorganized Tax Authority and the more reformist
leadership of the Ministry of Finance.

YEAR PLANNED | ACTUAL
1995(B) 13.6%
1996 15.0% 14.5%
1997 16.0% 12.2%
1998 17.0% 10.7%
1999 18.0%

2000 19.0%

2001 20.0%




STRATEGIC OBJECTIVE: 1.2 Increased Soundness of Fiscal Policies and Fiscal Management Practices

APPROVED: 12/07/96 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: IR 1.2.4.1 Expenditure Process Rationalized

INDICATOR: National Bank of Kyrgyzstan (NBK) share in deficit financing

UNIT OF MEASURE: Yes-No-Partial YEAR PLANNED [ ACTUAL

. . 1995 N
SOURCE: USAID Fiscal Reform Project, Kyrgyzstan N
INDICATOR DESCRIPTION: 1. New Budget Classification system 1996 Y P
in place. 2. Budget Law passed. Y N
1997 Y P
COMMENTS: Kyrgyzstan is still working to improve the budget Y Y
classification system 1998 v p
Y Y

1999 Y

Y

2000 Y

Y

2001 (T) | Y

Y

STRATEGIC OBJECTIVE: 1.2 Increased Soundness of Fiscal Policies and Fiscal Management Practices

APPROVED: 12/07/96 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: IR 1.2.4.2 Government borrowing less inflationary

INDICATOR: National Bank of Kyrgyzstan (NBKR) share in deficit financing

UNIT OF MEASURE: Percent YEAR PLANNED [ ACTUAL

. . 1995 46.5%
SOURCE: USAID Fiscal Reform Project, Kyrgyzstan

1996 45.0% 41.7%

INDICATOR DESCRIPTION: Share of NBKR credit to the 1997 30.0% 39.5%
Government as a percentage of total deficit financing 1998 20.0% 0%
COMMENTS: There was no inflationary borrowing from the National 1999 10.0%
Bank for 1998. Actual performance for this IR was far better than the 2000 9.0%

target.

2001 (T) | 8.0%




SO. 1.3: Accelerated development and growth of private enterprises
Summary

The private sector in Kyrgyzstan is in desperate need of continued assistance if it isto have any hope
of increasing the standard of living for the Kyrgyz people. In 1995, when USAID began this work,
40 percent of GDP was generated by private enterprise. This percentage has since increased steadily
to at least 60 percent by 1998. Unfortunately, these efforts have to confront the effects of a general
aversion of capita to the risks of emerging markets, and an investment climate that remains difficult.

During 1998, growth was severdly impeded by the East Asan and Russian financid crises. Problems
resulted from the low prices fetched for the country? s commodity exports, especialy gold and cotton.
There was a mgjor decline late in the year in the value of the som. It plummeted in value by 50
percent in 1998 after two years of relative stability. Finaly, the country experienced severe
difficulties servicing both itsinternal and externa debts in late 1998.

Contrasted with the foregoing negative factors, there are anumber of positive developments. More
than haf of dl land isin private hands under land use rights for up to 99 years; under a congtitutiona
amendment adopted in October 1998, these land users will automatically become landowners.
Agriculture accounts for about half of the GDP. More than 80 percent of agricultura output is
produced on private farms. These entities should benefit from the liberating effects of land
ownership. Moreover, a powerful new land agency led by a strong reformer has just been created
by the President to oversee land reform.

The direct beneficiaries of these activitieswill be the nation? s private sector as well as government
entities that affect the private sector through laws and regulations. The indirect beneficiarieswill be
all citizens as well as Kyrgyzstan? s mgjor trading partners.

Key Intermediate Results

Three key intermediate results are necessary to achieve this objective: 1) an improved operating
environment for private sector growth, elements of which are the strengthening of business and
business advocacy groups and the implementation of sound trade laws; 2) improved human resources
for a market economy; and 3) increased availability and accessibility of capital and technological
resources for the private sector.

Performance and Prospects

Overdl progressin achieving this objective in 1998 was on track. The number of trainees was amost
exactly on target, while results were mixed for increasing the availability and accessibility of capital.
By far, the most significant result achieved during the year was the outstanding success of
Kyrgyzstan becoming the first country in the New Independent States to accede to the World Trade
Organization. This achievement should have a positive effect on the development and growth of
private enterprise in Kyrgyzstan over the coming decade.



USAID assisted in the drafting of some exceedingly important laws, including the Land Code,
mortgage law, cooperatives law and peasant farm law and related amendments to the Civil Code,
required to implement the constitutional amendment for private land ownership. It is expected that
these laws will be enacted within the next few months. These are in addition to the many laws
enacted as part of the WTO accession process.

Commercia law training involves both judges and lawyers. USAID supports the Judicial Training
Center of the Kyrgyz Republic, which has succeeded in spreading training throughout the judiciary.
The center has undertaken a project with USAID assistance to digest and disseminate court decisons
in order to form a consistent base for judicia decison-making. In addition, with the cooperation of
the Administrative Office of the U.S. Courts, USAID has undertaken an intensive program of
assistance on judicial administration that included the development of case management software
specifically for the country? s courts. The software has been installed on atria basisin a court near
Bishkek, and is also being revised for use in the commercial courts, which have somewhat different
procedures and forms than the general courts.

Continued rapid progress occurred in Kyrgyzstan in 1998 with respect to the adoption of
International Accounting Standards (IAS). By the end of 1998, USAID had converted 800
enterprises to the use of 1AS and had trained 2,000 accountants on the theory and practical
application of these new standards. Over 90 percent of these trainees are woman. In addition, a new
Law on Auditing was passed in July 1998, and a nascent self-regulatory organization (SRO) was
established in late 1998. It is expected to become an associate member of the Internationa
Federation of Accountantsin 1999.

USAID?s primary vehicle for private sector lending and equity investment, the Central Asian-
American Enterprise Fund (CAAEF) continued to have negative results in 1998. CAAEF has had
little success to date in making equity investments in Kyrgyzstan. Nevertheless, CAAEF did begin
a micro-lending program in mid-1998 that appears to have had a quick and successful start.
USAID? s other micro-lending program, which FINCA has operated since 1994, continued its rapid
expansion in 1998 with over 800 village banking groups involving 11,000 clients. By the end of the
year, this program was operating in all but one of Kyrgystan? s oblasts.

In September 1998, a range of important recommendations for economic reform were made by
Anders Adund, as Advisor to President Akayev. These recommendations are well conceived,
necessary and likely to be partially implemented. These recommendations were in substantial part
derived from his discussions with USAID and other donors. It is expected that USAID will play an
important role in implementing those recommendations. The first suggestion to be enacted will be
land reform.

Possible Adjustmentsto Plans

To address the new opportunity for land reform? upon the request of President Akayev himsdf?

10



USAID has begun to work with the new land agency to ensure that land privatization isimplemented
in a positive manner, emphasizing the rights and responsibilities of landowners. USAID will also
initiate assistance in regulatory reform; work will be done to dismantle restrictions on the
entrepreneuria operating environment which adversely affect the investment climate and the country's
ability to attract foreign investment.

Another adjustment includes a focus on the south of the country, particularly the Ferghana Valley.

This valley is one of the most dynamic regions for private enterprise development. USAID will
encourage CAAEF to consider increasing its lending to southern Kyrgyzstan. USAID will commence
assistance to reduce the lega and regulatory constraints that have hampered the growth of SMEs and
the attraction of foreign investors at the oblast level. Thiswill necessitate working in each oblast to
educate and open a didog between SMEs and the loca governmental officials. Thiswork is closay
linked with USAID?s local government initiative as well as efforts to encourage greater local
autonomy for fiscal operations.

Soviet-style accounting is till being taught in universities. The reform of accounting curriculum will
be increasingly important to the successful introduction of international accounting standards.

Other Donor Programs

The World Bank will support the State Registry of immovable property. The Swiss Government and
the British Know-How Fund are providing agricultural assistance. The Dutch Government and Soros
Foundation are cooperating with USAID on aspects of lega reform. The IMF has just increased its
three-year loan commitment by $12 million, to atotd of $100 million. Thiswill satisfy acritical need
for funds arising from the effects of the Asan and Russian financia crises. EU/TACIS supports the
Ministry of Trade in WTO implementation, in the area of agricultura compliance. The Asian
Development Bank and the EBRD are expanding their loan portfolios.

Principal Contractors, Grantees and Agencies

ARD/Checchi does commercia law drafting and training. Booz-Allen & Hamilton Inc. works on
trade and investment reform, particularly as it relates to WTO accession and compliance. Carana
Corporation is involved in accounting reform and promotion of sustainable SROs. IESC provides
technical, manageria and business-planning assistance to private enterprises. CAAEF provides loans
to micro, smal, medium and large-sized private enterprises and takes equity positions in private
companies. FINCA provides microcredit lending through village banks.
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Performance Data Tables

STRATEGIC OBJECTIVE: 1.3 Accelerated Development and Growth of Private Enterprises

APPROVED: 7/12/1996 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: 1.3 Accelerated Development and Growth of Private Enterprises

INDICATOR: 1.3 Increase in Private Sector GDP Market Share

UNIT OF MEASURE: Percent YEAR PLANNED ACTUAL
SOURCE: European Bank for Reconstruction and
Development 1995 = 40%
INDICATOR DESCRIPTION: Share of GDP Generated by 1996 - 50%
Private Enterprises -

. L 1997 60%
COMMENTS: In prior years, this indicator has used data
from the National Statistics Committee of Kyrgyzstan. Those
data show the private sector share of GDP as 73.2%, 78.3%, 1998 65% N/A yet
and 78.2% in 1995, 1996 and 1997 (the latest year for which 1999 68%
data was available from this source), respectively. This year, 2
we have adopted the more conservative EBRD data, which
we believe to be more reliable. As a result of this change, the 2000 70%
Planned column has been rebased to actual 1997, the latest
year for which data are available from the EBRD. Data for 2001 72%
1998 will be available from the EBRD in summer 1999.
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STRATEGIC OBJECTIVE: 1.3 Accelerated development and growth of private enterprises.

APPROVED: 7/12/1996

COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: 1.3.1.1 Improved policies, laws and regulations in place to ensure competition and allow for easy

market entry and exit.

INDICATOR: Critical policies, laws and regulations that are consistent with international standards are published.

UNIT OF MEASURE:

1) Number of policies, laws and regulations

2) Number of major legislative initiatives, treaty accessions
and significant policy determinations

SOURCE: ARD/Checchi

INDICATOR DESCRIPTION: Number of policies, laws
regulations published with drafting and implementation
assistance provided by USAID.

COMMENTS: Through the USAID Commercial Law and
Trade and Investment activities, USAID easily exceeded its
target of legislative acts on which it assisted. Primary among
these include the Land Code, Mortgage Law, Peasant Farm
Law, Civil Code and others.

YEAR PLANNED ACTUAL
1996 1) 49 1) 50
2) 6 2) 9
1997 1) 35 1) 75
2) 4 2)11
1998 1) 25 1) 41
2) 4 2) 4
1999 1)15
2) 3
2000 -
2001 -
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STRATEGIC OBJECTIVE: 1.3 Accelerated development and growth of private enterprises.

APPROVED: 7/12/1996 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: 1.3.1.1.2 Modern financial reporting standards are used

INDICATOR: Increasing # of publicly traded companies using new accounting disclosure standards.

UNIT OF MEASURE: Number YEAR PLANNED ACTUAL
SOURCE: USAID Accounting training Projects? reports. 1997 80 60

1998 280 800
INDICATOR DESCRIPTION: Number of firms transferred to
new accounting standards 1999 400

2000 600
COMMENTS: This indicator was added in February 1998 as
a improved measure of reform in private enterprise 2001 1000

development.

Targets were substantially exceeded through:
a) Establishing a system in which the benefits of modern

standards were promoted through seminars;
b) Developing and implementing a standardized enterprise
conversion methodology.
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STRATEGIC OBJECTIVE: 1.3 Accelerated Development and Growth of Private Enterprises

APPROVED: 7/12/1996 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: 1.3.3 Increased Availability of and Access to Capital and Technological Resources for the Private
Sector

INDICATOR: Loan and Joint-Venture Funds Invested

UNIT OF MEASURE: Millions of Dollars

YEAR PLANNED ACTUAL
SOURCE: CAAEF Semi-Annual Reports 1995 0 0
INDICATOR DESCRIPTION: Dollar Volume of Joint-Venture | —+996 4 6.8
Funds Invested

1997 7 4.7
COMMENTS: Targets were increased in 1997 to reflect 1998 9 7.8
better than expected experience in the prior year.

1999 11

2000 13

2001 15

15




SO. 1.4: A more competitive and market-responsive private financial sector
Summary

In Kyrgyzstan, USAID seeks to create a more competitive and market-responsive private financia
sector by reforming the banking, sector and by developing a vibrant securities market. Thiswork is
critical to the nation? s ability to withstand the shock of the Russian financid crisis and the recent theft
of alarge share of the banking sector? s capital base.

This program initially concentrated on strengthening the bank regulatory authority?s ability to
supervise commercia banks. It later supplemented this effort with an ambitious program to convert
the entire banking system to the use of internationa accounting standards, including the central bank
and al commercid banks. USAID halted its bank supervision initiative in early 1997 due to asimilar
Finnish Government effort, and the fact that the National Bank had started to devel op a modernized
bank supervisory capability by that time. Considerable work remains to be done to modernize the
National Bank? s off-site monitoring capability. Without USAID assistance for bank supervision
reform, the National Bank has only made limited progress toward achieving a self-sustaining bank
regulatory unit. The Chairman of the National Bank recently requested renewed USAID assistance.

USAID has been involved in capital market development in Kyrgyzstan since the summer of 1994.
This support has been comprehensive and includes creating an independent National Securities
Commission (NSC), establishing the Kyrgyzstan Stock Exchange (KSE), restructuring investment
funds and providing training to broker-dealers. Despite this extensive undertaking, the downess of
the government to move forward with large-scale privatization combined with the negative effects
of the Russian financial crisis has resulted in the near collapse of the stock exchange.

Direct beneficiaries of this work are the professionas involved in financial market development:
private bankers, stock brokers and registered private enterprises. Indirect beneficiaries include any
citizens who will benefit from having more secure banks in which to deposit their savings and from
the higher standards of living that will eventually result, due to increased investment emanating from
those savings.

Key Intermediate Results
Two intermediate results are necessary to achieve this objective: 1) government regulatory agencies
supervise, administer and enforce legidation, and 2) more forms of financial intermediation are

institutionalized and effectively supply the private sector on a competitive basis.

Performance and Prospects
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Overdl progressin achieving this objective in 1998 was on track, although the government? sfailure
to move forward with blue-chip privatization and the recent high profile case of bank fraud suggest
that 1999 will be a very difficult year for the financia sector. Despite the negative effects of the
Russian financid crisis, the banking sector in Kyrgyzstan performed reasonably well in many respects.
For example, private bank deposits, at 6.6 percent of Gross Domestic Product (GDP), almost met
the aggressive target level of seven percent. A substantia loss in confidence brought about by the
Russian crisis could have resulted in a significant reduction in deposits.

In 1998, 95 percent of Kyrgyzstan? s banks met or exceeded capital adequacy requirements. This
performance exceeded USAID?s target of 88 percent. This capital requirement has been a key
indicator of the ability of the banking sector to manage the aftermath of the Russian financial crisis.

In addition, all commercia banks but one have now converted their accounting systems to
international standards. In adopting these standards, a critica component of transparency,
Kyrgyzstan? s banks have taken a significant step forward. USAID has given extensive training in
international accounting standards to the commercial banking sector in the past year. Thistraining
will be completed in 1999. The National Bank has issued policies addressing lease accounting,
investments and foreign exchange.

There were a number of positive results in capital markets development in the first half of 1998,
despite the virtual collapse of the Kyrgyz Stock Exchange during the latter half of the year. The
Prime Minister approved the Kyrgyz Law on the Securities Market. Eight additional enterprises
listed their companies on the Kyrgyz Stock Exchange (KSE), bringing the total number of listed
companies to 45. There are presently at least 15 broker-dealer firms in Kyrgyzstan, 12 to 15
investment funds and 17 independent share registries. With USAID support, the KSE and NSC
installed hardware and software alowing over-the-counter trading and daily reporting from all market
participants.

Although the country has several factorsin its favor, most notably a reform-minded government and
a population with an extremely high literacy rate, there are severa key congtraints to further
development of a capital market in Kyrgyzstan. Depressed commodity prices and the ongoing
economic crises in Russia will continue to discourage the entrance of foreign investors, thereby
reducing opportunities for liquidity and access to investment resources.

Possible Adjustmentsto Plans

USAID will graduate its bank accounting reform in 1999 after a series of truly impressive
accomplishments. The Nationa Bank perceives that it islacking in bank supervision capability and
has specificaly requested renewed help from USAID, aswell as support for macroeconomic anayss.
Given the effects of the Russian financid crigs, assistance in these two areas is more important than
ever.

Support for capital market development will be phased out in 1999. At the request of the Kyrgyzstan
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Stock Exchange and the Kazakhstan Stock Exchange, USAID is assessing the potential for
integration of the two markets in some form, thereby creating aregional stock exchange. Thisisan
initiative of the two governments, supported by the respective stock exchanges. Should the
assessment deem such integration feasible, USAID will consider facilitating it.

Other Donor Programs

An IMF Extended Fund Fecility (ESAF) provides funding to the NBK. The World Bank has
previously provided two financia sector adjustment credits. The Finnish Government has provided
support for bank supervision.

Principal Contractors, Grantees and Agencies

IBTCI - Banking Reform (Bank Supervison and Bank Accounting), Pragma - Capita Markets
Development, and FSVC - Payment System Devel opment.
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Perform ance Data Tab Bs

STRATEGIC OBJECTIVE 1.4: A More Competitive and Market Responsive Private Financial Sector
APPROVED: 07/12/1996 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: A more competitive and market responsive private financial sector

INDICATOR: Bank deposits as % of GDP

UNIT OF MEASURE: Percent YEAR PLANNE ACTUAL
D
SOURCE: National Bank of Kyrgyzstan 1995(B) 4.0%
0, 0,
INDICATOR DESCRIPTION: Private sector deposits in Kyrgyzstan?s 1996 >.0% 4.2%
banking system as percent of GDP 1997 6.0% 5.9%
1998 7.0% 6.6%
COMMENTS: The target was approximately reached in 1998, an
. . . _ . 1999 9.0%
impressive result under the advserse financial circumstances facing
Kyrgyzstan. 2000 15.0%
2001 20.0%

STRATEGIC OBJECTIVE 1.4: A More Competitive and Market Responsive Private Financial Sector
APPROVED: 07/12/1996 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: 1.4.1 Regulatory framework and reporting systems are broadly applied effectively screen out
deficient institutions

INDICATOR: increasing percent of banks meeting capital adequacy requirements

UNIT OF MEASURE: Percent YEAR PLANNED | ACTUAL
SOURCE: National Bank of Kyrgyzstan 1995(B) 42%
0, 0,

INDICATOR DESCRIPTION: Percentage of all banks that meet 1996 55% 60%
capital adequacy requirements 1997 65% 85%

1998 88% 95%
COMMENTS: Targets surpassed in 1998 following an aggressive 1999 950

(1)

program by the National Bank to close insolvent banks. The results
reported for 1998 are based on private audits of the commercial 2000 97%
banks. Some of those audits have been questioned and as a result 2001 98%

the final figure for 1998 may decline.
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STRATEGIC OBJECTIVE 1.4: A More Competitive and Market Responsive Private Financial Sector
APPROVED: 07/12/1996 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: SO 1.4.2 Stock Market effectively serves securities market

INDICATOR: Number of stock exchange and OTC listings on the first and second board listings

UNIT OF MEASURE: Number

SOURCE: Kyrgyzstan Stock Exchange

INDICATOR DESCRIPTION: Number of companies listed on the first
and second boards of stock exchanges and in a transparent over-the-
counter market

COMMENTS: The actual result is lower than expected for the
following two reasons:

1) the generalyl poor economic conditions in the region (caused in
large part by the devaluation of the Russian ruble) has resulted in
volume of KSE trades to decline to 90% of the 1998 target;

2) a timely KSE trade reporting rule has still not been passed, allowing
approx. 90% of trades executed to be done off exchange in the ?grey
market?.

YEAR PLANNE | ACTUAL
D

1995(B) 10

1996 30 26

1997 40 37

1998 50 45

1999 60

2000 100

2001 150
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SO. 2.1: Increased informed citizens? participation in political and economic decision-making
Summary

Kyrgyzstan is an emerging democracy and the only country in the region where there is considerable
support for reform. Citizens in Kyrgyzstan - compared to those in other CAR countries - are
increasingly becoming more informed and are participating in politica and economic decision-making
a al levels. However, the process for democratization has yet to become ingtitutionalized. For
example, eections do not yet to meet internationa standards fully, NGOs and media are till not
independently sustainable, NGO-government partnerships are nascent, and forma public
parliamentary hearings are held on an ad hoc basis. The purpose of USAID? s effort is to address
these issues of institutionalization and long-term sustainability of democratic reforms.

Open, competitive elections are integra to the long-term sustainability of citizen participation, and
Kyrgyzstan appears to be the only Centra Asian country where elections that meet international
standards are possible during the current election cycle. USAID is devoting attention on the
upcoming 1999-2000 elections cycle. USAID assistance aims to increase citizen participation in the
electora process and to help the government comply with its commitments to international e ectoral
standards.  Additional priorities are the creation of a legd infrastructure to expand existing
government accountability, and the fortification of NGO and media development to promote well-
informed citizen participation. Assistance to the NGO community aims to increase its professiona
and management capabilities, to encourage advocacy and lobbying, to influence lega and regulatory
processes, to effect socia change, and to provide needed social services.

USAID? s program includes a strong emphasis on building socia partnerships between civil society,
government, and the business sector to further foster citizen participation in decision-making.
USAID is working to make public hearings a part of the formal legidative process and cultivate
government receptivity toward citizen participation.

Key Intermediate Results

Three key results are necessary to promote civic participation: 1) NGO rolesin civil society must be
augmented; 2) information on domestic economic policies and politics must become readily available;
and 3) the government must become more responsive and accountable to citizens and citizens?
organizations.

Performance and Prospects

Overdl progressin achieving this objective in 1998 exceeded expectations. Nonetheless, until these
advances become ingtitutionalized they will remain tenuous. Examples of the significant progress
include: independent television stations which have begun delving into political issues for the first
time; NGO interaction with government has increased strikingly; and parliamentary outreach to
constituents has expanded.
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A critical factor in progressing to a veritable democracy will be nation?s management of the
upcoming elections. Duein part to USAID assistance, the government? s fifth draft of the election
law shows significant progress toward meeting international standards, nonetheless, some
improvements still remain to be made, including clarification of restrictions to ballot access based on
prior convictions. In 1998, with USAID assistance, NGOs mounted successful monitoring efforts
for parliamentary by-elections and the nationa referendum. The NGOs? election monitoring report
is being used by parliamentarians as they debate the draft election law. If the law on electionsis
adopted, USAID will mount country-wide election administration, election adjudication, and voter
education initiatives to inform election officials and citizens about the new election law.

A recent Nationa Referendum on Amendments to the Constitution of Kyrgyzstan was the year's most
significant single event affecting the legal, political, and economic spheresin the country. Though
there was controversy with respect to the balloting, particularly regarding the inability of voters to
vote on each of the issues separately, there was lively public debate leading up to the referendum.
A concerted effort by USAID partners helped inform voters about the issues by collaborating with
NGOs and the government to hold televised and regiona debates on the referendum. Similar activities
are being planned for upcoming elections.

The Jogorku Kenesh (Parliament) continues to assert its independence vis-a-vis the other branches
of government and regularly solicits nongovernmenta input into the legidative process. The success
of USAID?s parliamentary assistance to date has warranted a greater focus on more advanced
technica assistance aimed at improving Parliament? s legidative drafting capacity and formally
institutionalizing processes for nongovernmental input.

Over the past year, NGO assistance has concentrated on advocacy issues. Asaresult, USAID has
observed a definite increase in the number of NGOs successfully engaging their government, both
locally and nationdly. AsKyrgyzstan prepares for parliamentary elections, USAID expects that the
NGO community will use these growing advocacy skills to play arole in influencing the political
environment. One example of thisincreased NGO advocacy is the progress made this year on the
reform of NGO legidation. This effort has brought NGOs and parliamentarians together to draft a
law which, if passed, would be one of the most progressive laws for the third sector in the entire
former Soviet Union. At present, the law has passed the |egidative committee and awaits a hearing
on the floor of Parliament. USAID expects that the law will be passed unchanged later this year.

A regiona USAID-sponsored conference in Kyrgyzstan initiated a new effort to encourage social
partnerships between government, the NGO sector, and businesses. This has spawned severa joint
efforts between local governments and NGOs, introducing a new approach to involving citizensin
governmental decison-making. In addition, it is contributing to the financia sustainability of NGOs
by encouraging the nascent private business community to make NGOs and their projects atarget of
charitable donations.

USAID assistance has helped independent stations increasingly broadcast investigative reports on
political, social, and community issues, such as the 1998 toxic chemica spill at Lake Issyk-Kul and
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the national referendum on amendments to the Congtitution. Independent stations have increased the
quality of their news with the help of USAID-supported training and technical grants. After USAID-
sponsored management seminar, one loca station began broadcasting ? short news,? which attracted
more viewers and brought in more advertising revenue. Asaresult of USAID assistance, journalist
associationsin Kyrgyzstan are actively advocating for fair medialegidation, participating in reviewing
draft legidation, and submitting commentary to Parliament. After petitions by ANESMI, a loca
broadcast journalists association, and the Organization for Security and Cooperation in Europe
(OSCE), the President eliminated the ? Committee on Morals,? a extra-judiciary committee that had
the power to close down media outlets.

One particular example of the importance of accessible information in the eectora processisaso one
of USAID? s biggest successesin 1998. USAID? s partners sponsored the production of alive debate
between candidates for the parliamentary by-election, broadcast live and uncensored throughout the
country. Polls taken after the event showed that citizens then felt better prepared to make an
informed decision at the polling booth. USAID will expand these types of activities over the next
year. Thiswill both increase the capacity of the mediato report on eections and electoral campaigns,
and increase the information available to the Kyrgyz electorate.

Possible Adjustmentsto Plans

USAID plans additiona assistance in the areas of eection support and women? s participation in
political processes. In addition to the successful completion of the Citizens Network for Foreign
Affairs (CNFA) activity, USAID is pleased that the Aid to Artisans project has fulfilled its purpose
and is scheduled to graduate this summer.

Other Donor Programs

Election assistance and civil society development are multi-donor effortsin Kyrgyzstan. The United
Nations High Commissioner for Refugees (UNHCR), OSCE/Office for Democratic Institutions and
Human Rights (ODIHR), the United Nations Development Program (UNDP), and Soros Foundation
all support loca NGOs with small grants and provide various forms of election-related technical
assistance. UNHCR and USAID are co-funding NGO resource centers. In the area of independent
media, the UNDP, OSCE/ODIHR, and Soros support journalist associations and conferences. Inthe
political processes arena, UNDP isimplementing an "automatization of eections? project. USAID
and the European Union coordinate regarding parliamentary assistance.

Principal Contractors, Grantees and Agencies

The American Bar Association/Central and East European Law Initiative (ABA/CEEL), Internews,
the National Democratic Institute (NDI), and the International Foundation for Electoral Systems
(IFES), are all promoting democratic political processes and freedom of information in Kyrgyzstan.
Counterpart Consortium administers assistance in the sphere of civil society development. 1SAR:
the Initiative for Social Action and Renewa in Eurasa works on the development of local
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environmental NGOs.
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Performance Data Tables

APPROVED:  10/1/97 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

STRATEGIC OBJECTIVE: 2.1 Increased, better-informed citizens? participation in political and economic decision-making

RESULT NAME: SO 2.1: Increased, better-informed citizens? participation in political and economic decision-making.

INDICATOR: SO 2.1C: Government responsiveness: % of NGOs receiving positive responses (see Indicator Description) to

their contacts with government bodies.

UNIT OF MEASURE: Percent

SOURCE: Counterpart Consortium data base

INDICATOR DESCRIPTION: Percent of sample of NGOs who report attempting
to influence government that indicate that officials contacted listened to their
positions and appeared interested in understanding their viewpoint, whether or
not policy was changed as a result. This indicator is a proxy for acceptance by
government of increased citizen/citizen group participation in decision-making.

COMMENTS:

Last year, the wording of this indicator read ? Ratio of number of contacts by
NGOs on government decisions that have positive reception to total number of
such contacts?. In fact, the indicator measured percentage of NGOs that received
such positive responses. Therefore, this year we have changed the wording.

* The significant increase in the results for this indicator are likely due to the
increased work USAID/CAR has been doing to encourage NGO-government
social partnerships. The social partnership model of advocacy appears to be
more palatable to government, eliciting more positive response.

** Targets have been adjusted upward due to higher results than expected in
FY98.

YEAR PLANNED ACTUAL
1995 NA NA
1996 NA NA
1997 NA 30%
1998 35% 60%*
1999 65%**

2000 70%
2001 75%

25




STRATEGIC OBJECTIVE: 2.1 Increased, better-informed citizens? participation in political and economic decision-making

APPROVED:  10/1/97 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: LLR 2.1.2.1 Domestic news widely available via electronic media

HINDICATOR: LLR 2.1.2.1B: Average minutes of daily independent electronic media local TV news programming.

UNIT OF MEASURE: Average daily number of minutes YEAR PLANNED ACTUAL
1995 NA 3
SOURCE: Internews data base 1996 ! >
1997 10 45
1998 6 20*
INDICATOR DESCRIPTION: Average daily minutes of independent local news 1999 o
programming from sample of television and radio stations.
2000 24
Stations: Ayan (Naryn), NBT (Bishkek), Pyramida (Bishkek), Mahabat Jhildzy 2001 26

(Jalal-Abad), EMTV (Kara-Kol), Osh TV (Osh).

COMMENTS:

In the last R4, this indicator was at IR level. Whilst reviewing SO 2.1 Results
Framework this year, we decided that this indicator is more appropriate for
measuring LLR 2.1.2.1 ? Domestic news widely available via electronic media?,
since it measures the amount of independent local news available daily for the
public and better reflects the progress towards this LLR. Therefore, the indicator
was moved to Low Level Result.

* The rapid rise in the indicator may be due to the fact that local television stations
have seen that Russian stations and some in their own country have become
successful by broadcasting more news programming.

** Targets have been adjusted upward due to higher results than expected in
FY98.

26



STRATEGIC OBJECTIVE: 2.1 Increased, better-informed citizens? participation in political and economic decision-making
APPROVED:  10/1/97 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: LLR 2.1.3.2 More genuine and competitive political processes

HINDICATOR: LLR 2.1.3.2F: Improved election laws and procedures.

UNIT OF MEASURE: On a scale of seven possible attributes, how many are
present in the law.

SOURCE: IFES

INDICATOR DESCRIPTION: Reform of existing laws and adoption of

comprehensive codes:

1) Establish independent and permanent election administration structure;

2) Facilitate the participation of political parties in the many phases of the electoral
process;

3) Establish legal basis for participation of domestic monitors;

4) Establish transparent and fair procedures for candidate registration;

5) Establish methods to address complaints and adjudicate grievances;

6) Provide for adequate public and or private campaign finance

7) Establish ethical standards for candidates and mechanisms for addressing
violations.

COMMENTS:

In the last R4, this indicator was at IR level. Whilst reviewing SO 2.1 Results
Framework this year, we decided that this indicator is more appropriate for
measuring LLR 2.1.3.2 ?More genuine and competitive political processes?, since
it is more narrow and better measures the progress towards this LLR. Therefore,
the indicator was moved to Low Level Result.

* 1998 data is based on the CEC?s 5th draft of the Election Law which is
presently before Parliament.

YEAR PLANNED ACTUAL
1995 NA 3

1996 NA 3

1997 NA 3

1998 5 5*

1999 6

2000 6.5

2001 7
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SO. 2.3: More effective, responsive, and accountable local government
Summary

Kyrgyzstan inherited an inefficient and highly centralized, Soviet-style governmenta structure which
no longer functions. The nation can no longer maintain itsinfrastructure or administer socia services
adequately now that these are no longer subsided by the USSR. On the other hand, modest
democratic reforms have taken root in ? self-governing cities,? in which the President appoints a
mayor from among the popularly elected council members. This system increases accountability, in
that these mayors are local leaders with alocal reputation to protect. A promising development of
the past year is that the Congress of Local Communities, a quasi-NGO representing the interests of
local governments, is increasingly becoming an advocate for decentraization and for the
professionalization of local government.

Loca government reform has the potential to improve the quality of everyday life for citizens, to
increase local control over loca issues, and to involve the population more actively in public affairs.
Loca government assistance can serve as a platform for USAID or other agencies objectives.
Improved water supply, greater civil society and economic development are diverse areas which
would benefit from more effective and responsive local governments.

Assistance under this strategic objective is critical for laying the groundwork for reform by
strengthening the institutional capacity of selected municipal governments, and by cultivating
advocates for local government reform within the sector. The demonstration effect of the models
inspire other local governments to adopt improved practices as well as encourage the nationa
government to devolve greater authority to self-governing bodies.

Key Intermediate Results

The three intermediate results are: to increase citizen participation; to strengthen loca governments?
capacity; and to increase the autonomy of local government from national and oblast authority.

Performance and Prospects

Overall progressin achieving this objective in 1998 was on track. Work has exceeded expectations
in the capacity building area, in terms of the rapidity with which suggestions for management
improvement have been accepted. Thereislittle to report thusfar in the area of citizen participation.
Thisreflects in large part on the greater share of effort devoted to strengthening local government
capacity in theinitia phases of the program.

In the pilot city of Chui-Tokmok, procurement and financia management has been significantly

improved through refinements in the delivery of services and management of resources. In the
coming year, these new management practices will be evaluated and then dissemination will begin.
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One of the most promising management improvements is the introduction of a property management
system in Chui-Tokmok. A new inventory format will provide information necessary to decide on
the use or disposition of properties which the city owns or manages. At present, there are smple lists
of propertiesin the city, but no indication of their usage or the expenditures required to maintain
them. An inventory format is aso being developed with the Congress of Local Communities, and if
successful will be distributed nationwide. Another promising area for improving management isin
procurement. Competitive procurement procedures were recently mandated by Kyrgyz law. In
response to a suggestion by USAID, the State Procurement Agency has designated procurement
officials in each of the oblasts. Thiswill alow for a more sustainable and professional approach to
competitive public procurement.

The Academy of Management is the principa institution delivering training to local government
officids in financia management, general management and leadership. Initial curricula have been
adapted to the Kyrgyz situation by USAID with the assistance of the Academy and local training
professionals. Asthe number of local examples of management efficiency grows, the Academy will
be a crucia partner for the program in its dissemination stage.

The law in Kyrgyzstan dlows, rather than mandates, the establishment of housing associations. Work
on forming condominium associations is not moving as fast as hoped, owing to a lack of loca
government support, bureaucratic difficulties, and widespread reluctance on the part of home owners
to initiate the process. To this end, USAID? simplementing partner has established aregiona non-
governmental association which organizes apartment owners into condominiums. The association
has cooperated with local governments to perform the same functions. Mediation assistance to the
Ministry of Justice and local governments led to severa condominiums receiving land-use rights.
Assistance will continue to be directed at eliminating barriers to the formation and operation of
condominiums. Ultimately, assistance will be predicated on adequate government support for
facilitating the formation of condominiums.

The most promising vehicle for promoting loca government autonomy is the Congress of Local
Communities. USAID has established a promising work relationship with the Congress. The
Congress not only serves as an advocate for local government reform, it is aso the chief champion
of USAID?s activities. It works side by side with USAID in the pilot cities; this close collaboration
will facilitate future dissemination of successful methods to other cities. It will aso be valuable for
transmitting policy implications of new approaches to the national government. One city which the
Congress has dready targeted for specid attention is the hard-to-reach southern city of Naryn, which
has received little donor attention to date.

USAID assistance in fiscal reform will continue to help with fiscal decentralization. The municipal
financia management activities of this objective will be closely coordinated with the fiscal reform
activity. Proposed public accounting reforms for the government will be applied to the reform process
already underway in Chui-Tokmok.
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Possible Adjustmentsto Plans

Greater flexibility to respond to requests for policy information and analysis will be incorporated in
the second year of implementation. Assistance to housing associations will be reviewed and links to
other USAID programs such as lega reform and enterprise development, may be developed. A
review of the government? s commitment to decentralization will be necessary to justify assistance
in future years. Indicators have been modified to reflect current program realities.

Other Donor Programs

A number of other donors also support activities with alocal government dimension, including the
World Bank which is initiating a loan program for improving water supply systems, UNDP?s
Decentralization Program, which seeks to promote sustainable human development through
decentralized management; and EU and Soros training programs for government officials of both
national and local levels.

Principal Contractors, Grantees and Agencies

The Internationd City/County Management Association (ICMA) isthe principa partner implementing
USAID?sloca government initiatives.

30



Performance Data Tables

APPROVED: 1997

STRATEGIC OBJECTIVE: 2.3 More effective, responsible, and accountable local government.
COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: IR 2.3.1 Participation. Practices promoting citizen input and involvement adopted.

INDICATOR: % target municipalities instituting new citizen participation techniques.

UNIT OF MEASURE: % of local bodies that create vehicles for citizen
involvement such as open hearings, task forces, commissions, boards.

SOURCE: ICMA

COMMENTS: The universe of target municipalities has been redrawn. It is
made up of the 14 municipalities with a population greater than 20,000. One

city thus represents 7% of the target municipalities--the targets have been
revised accordingly.

YEAR PLANNED | ACTUAL
1998 (B) 0

1999 0

2000 7

2001 21

APPROVED: 1997

STRATEGIC OBJECTIVE: 2.3 More effective, responsible, and accountable local government.
COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: IR 2.3.2 Capacity. Practices improving delivery of services and management of resources adopted.

INDICATOR: % target municipalities with sustained improvement in management practices.

UNIT OF MEASURE: % of local governments that adopt techniques such as
competitive procurement, program-based budget format, market-oriented
zoning procedures.

SOURCE: ICMA

COMMENTS: The universe of target municipalities has been redrawn and is
made up of the 14 municipalities with a population greater than 20,000. One

city thus represents 7% of the target municipalities--the targets have been
revised accordingly.

YEAR PLANNED | ACTUAL
1998 (B) 0

1999 7

2000 14

2001 21
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STRATEGIC OBJECTIVE: 2.3 More effective, responsible, and accountable local government.
APPROVED: 1997 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: IR 2.3.3 Autonomy. Powers of local government increased.

INDICATOR: # of additional functions, revenues given to local government.

UNIT OF MEASURE: Rating of 1-6 based on establishment of necessary YEAR PLANNED
criteria for local government to function:

ACTUAL

Conditions are: 1998 (B)
1) authority to manage services delivered at local level
2) access to revenue base they can influence

3) power to make budget decisions independently 1999 1
4) leadership accountable to citizens through elections

5) control over local property

6) department heads are accountable to the municipal government and not the
central government.

2000 2
SOURCE: USAID

2001 3
COMMENTS:.
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SO. 3.2: Improved sustainability of social services
Summary

Government-supplied socia services are critical to the welfare of the population and to maintaining
public support for overal reforms. The hedlth care delivery system in Kyrgyzstan can be characterized
as an inverted pyramid: primary care is at the bottom, with too few resources, while speciaized
hospital care at the top receivestoo much. One of the mgor problems is the inefficient allocation of
existing resources and nonexistent infrastructure for primary health care.

In 1994, USAID initiated health care reform assistance to restructure the headth system. The
government has been aleader in this effort, introducing an integrated package of reforms at arapid
pace, especidly in the pilot activity in Issyk-Kul. The success of USAID? s assistance leveraged a
World Bank loan to replicate the reforms more broadly. With combined USAID and World Bank
efforts, approximately 90 percent of Kyrgyzstan? s population will have accessto primary health care
services by the year 2002. The newly created family group practices will be the first points of contact
for the population at the local level. All citizens of Kyrgyzstan are beneficiaries of this reform.

Key Intermediate Results

The two intermediate results necessary for the success of these activitiesare: 1) cost-effective health
care services demonstrated in selected oblasts, and 2) cost-effective health sector reforms adopted
nationaly.

Performance and Prospects

Overdl progress in achieving this objective in 1998 exceeded expectations. Kyrgyzstan has been
successful in achieving cost-effective hedlth care services. All management information systems have
been developed and implemented, allowing the providers to respond to new incentive payment
systems. A new provider payment system, which encourages primary care physicians to treat more
and refer less to speciaty hospitals, is in the initid stage of implementation. The family group
practices (FGPs) arein the process of expanding their scope of services in family planning, infectious
diseases, clinica protocols and laboratory services. This process is necessary to ensure that these
FGPs are sustainable and to assure the health sector is more efficient.

The national lega framework in Kyrgyzstan supports cost-effective health sector reforms. USAID
assistance led to the establishment of a national framework for hedlth care, which incorporates health
insurance into a broader socia insurance context. The Hedlth Insurance Fund (HIF) case-based
hospital payment, developed jointly by the Ministry of Health, HIF and USAID, reimbursed 44
hospitas nationwide, for over 130,000 cases. A nationa health reform policy will be developed based
on successes in the Issyk-Kul pilot program.

Information on health reform has been widdy disseminated to the public through television and radio
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ads and through newspaper and magazine articles. Communities in the Issyk-Kul oblast are now
better informed on their rights to select the FGP of their choice. NGOs have become an important
vehicle for these reforms and will help ensure that more effective delivery and change is taking place
in target communities. USAID has aso integrated women? s reproductive health, childhood health
services, and infectious diseases into the family group practices and al FGPs will provide family
planning services by 2001.

Possible Adjustmentsto Plans

As hedlth reforms are being ingtitutionalized with other donor assistance, USAID efforts will be
gradualy reduced. 1n 1999, USAID will review its entire hedlth effort to determine future directions.

By FY 2002 the hedlth reforms in Kyrgyzstan are expected to be completely institutionalized at the
policy and program level. Lessons from decentralizing heath budgets and management of hedlth
services are being incorporated within the new local government initiative.

Other Donor Programs

Various donors are involved in this crucia area, including the World Bank, Asian Devel opment Bank,
WHO, UNDP, UNICEF, United Nations Population Fund and the EU. As noted, the World Bank
isan important partner in a number of activitiesto social sector reform? FGP clinica training, health
reform public awareness, computer systems devel opment, quality and management improvements,
and hedlth insurance fund coordination. USAID's very successful pilot project in health care financing
and delivery has leveraged $25 million in World Bank support for its replication elsewhere in the
country.

Principal Contractors, Grantees and Agencies

Abt Associates implements health reform assistance.



Performance Data Tables

STRATEGIC OBJECTIVE: 3.2 Improved sustainability of social services
APPROVED: May 1996 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: IR 3.2.1 Cost-effective health care services demonstrated in selected Oblasts.

INDICATOR: Increased # of independent primary care practices

UNIT OF MEASURE: # of primary care practices (PCP). YEAR PLANNED ACTUAL
1996

SOURCE: Project Data Base Pilot 32 40
1997

INDICATOR DESCRIPTION: Increase in # of independent primary care Pilot 70 81

practices actually staffed and providing services.

1998
COMMENTS: The indicator is reported in two areas according to the Pilot Pilot
(Issyk-Kul Oblast) and Nationwide (Chui, Bishkek, Jalal-Abad and Osh Oblasts) | # 81 81
activities. Nationwide
# 150 344

1999
Pilot

# 81
Nationwide
# 344
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STRATEGIC OBJECTIVE: 3.2 Improved sustainability of social services

APPROVED: 7/24/96 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: IR 3.2.3 National legal, regulatory and policy framework for health sector embodies reforms

INDICATOR: Laws and Policies adopted on key reforms nationally

UNIT OF MEASURE: # of the following key reforms adopted nationally

1) Primary care practices decree

2) Health sector NGOs formed

3) Family Group Practices enrollment system in place

4) Provider payment systems and health insurance decrees
5) Provider management information systems in place

6) Clinical protocols introduced

SOURCE: OST/GOK data base

INDICATOR DESCRIPTION: The above six most important reforms were
identified by OST/GOK and the Contractor to be the key reforms necessary at
the national level.

COMMENTS: The definition of this IR has been modified to adjust for progress.
The key reforms may need to be expanded as sub-units are adopted in stages.

YEAR PLANNED ACTUAL
1998 3 4
1999 6
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STRATEGIC OBJECTIVE: 3.2 Improved sustainability of social services
APPROVED: N/A COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: IR 3.2.3 Cost-effective health sector reforms adopted nationally

INDICATOR: Increased percent of health care providers reimbursed by market-oriented payment systems.

UNIT OF MEASURE: Percentage of hospitals and outpatient care providers YEAR PLANNED ACTUAL
using market-oriented systems.

1996
SOURCE: Project data base Pilot 30% 32%

INDICATOR DESCRIPTION: Increase percentage of hospitals and outpatient 1997
care providers reimbursed by market-oriented payment systems. Pilot 40% 40%

COMMENTS: The IR has been modified since last year to include roll-out areas. | 1998

The indicator reports two areas according to Pilot (Issyk-Kul Oblast) and Pilot 50% 60%
Nationwide (Chui, Bishkek, Jalal-Abad, and Osh Oblasts) activities. Nationwide 10% 17%
1999
Pilot 65%

Nationwide 22%
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Special Initiatives 4.1: Preventive Health Care
Summary

Health programs supported by USAID?s specid initiatives provide supplementa services which
contribute to the effectiveness of the national health care system. Specificaly, these initiatives
address key hedth problems in reproductive health and infectious diseases, and operate medical
partnerships. The reproductive health program works to improve the availability and accessbility of
family planning services through training, informational material and equipment to Family Group
Practices (FGPs). USAID assisted in the improvement of diagnosis and treatment of tuberculosis and
strengthened infectious disease surveillance systems, especialy for hepatitis. The hedlth partnerships
transferred hospital-based technology from U.S. ingtitutions to local ones. Under these specid
initiatives dl citizens of Kyrgyzstan benefit, especially the vulnerable populations of children, women
and elderly.

Performance and Prospects

Overdl performance of these initiatives in 1998 was on track. Collectively, these initiatives
complement overall improvements to the health care system in Kyrgyzstan. Many of the activities
such as reproductive health have been integrated into the primary health care system initiated by
USAID. The family group practices (FGPs) established under USAID assistance are now equipped
to provide family planning services. Abortion rates have been declining since 1994 as contraceptive
use isincreasing, according to a secondary analysis based on the Demographic Health Survey data.

Under medical partnerships, nursing education was improved by creating IEC materias, such asthe
?Nursing Care Standards? manua, which has been published and approved by the Ministry of Hedlth.
The newly created Republican Burn Center developed statutes for managing and treating burn
patients and will continue next year through a Sustainability grant. A new health partnership focusing
on primary health care and family medicine has recently begun operation.

As part of the WHO/World Bank DOTS program, USAID has provided assistance in three areas: 1)
an increase in the number of oblasts following WHO-recommended Directly Observed Therapy
(DOTYS) for effective diagnosis and treatment of tuberculosis; revitalization of the National Research
Institute of Tuberculosis (NRIT); and better surveillance of hepatitis. NRIT capacity has been
strengthened by providing laboratory equipment, public health education and quality assurance
training. To date, all seven oblasts are implementing DOTS to varying degrees. The infectious
disease program continues to improve the ability of the NRIT to monitor and provide quality service
in these seven oblasts.  Asthe Kyrgyzstan DOTS program advances, especialy in Issyk-Kul Oblast,
study tours to Kyrgyzstan will be organized for participants from other Central Asian republics. The
work on surveillance of hepatitis is in the early stages of operation. More regional clinical and
laboratory training seminars will be provided to control thisinfectious disease.
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Possible Adjustmentsto Plans

As Kyrgyzstan has an advanced TB program, USAID will shift assistance to other diseases and, as
appropriate, integrate with USAID socia service work.

Other Donor Programs

WHO has been working on implementing the DOTS program since 1995 in Kyrgyzstan? s Issyk-Kul
and Chui Oblasts. Currently, the World Bank has started to collaborate with WHO to implement
DOTS in dl the other oblasts. The UN Population Fund and UNICEF are other donors working in
family planning and childhood infectious disease interventions.

Principal Contractors, Grantees and Agencies

The Centers for Disease Control and Prevention (CDC), the American International Health Alliance

(AIHA) and Family Planning Services and Expansion and Technical Support (SEATS) are dl
working on hedlth initiatives in Kyrgyzstan.
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Performance Data Tables

OBJECTIVE: 4.1 Earmark-Reproductive Health

APPROVED: 1998 COUNTRY/ORGANIZATION: Kyrgyzstan, USAID/CAR

RESULT NAME: N/A-Congressionally mandated earmark

INDICATOR: Reduction in General Abortion Rate (GAR)

UNIT OF MEASURE: Rate

SOURCE: Ministry of Health (MOH) and Demographic and Health Survey
(DHS)/97 Kyrgyzstan

INDICATOR DESCRIPTION: Induced abortions per 1000 women ages
15-49.

COMMENTS:
1. Data is calendar year data. The MOH will provide 1998 data in April 1999.*

2. The 1997 Kyrgyzstan Demographic and Health Survey (KDHS) shows a
general abortion rate of 45.2. DHS data report for the three-year period prior to
the survey. The difference in the rate between DHS and MOH data can be
explained by recent out-migration among the population of Russian and other

European ancestry. The DHS data is based on a population composition that is
not fully representative of the actual population at that time.
* DHS data - women age group 15-45

** MOH data - women age group 15-49

YEAR PLANNED ACTUAL
1994 - 33.4*
1995 - 29.6**
1996 - 26.3**
1997 25 19_4**

45.2*
1998 23
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OBJECTIVE: 4.1 Earmark-Infectious Disease
APPROVED: 1997 COUNTRY/ORGANIZATION: Kyrgyzstan; USAID/CAR

RESULT NAME: N/A - Congressionally mandated earmark

INDICATOR: Increased number of oblasts following DOTS procedure effectively

UNIT OF MEASURE: Number of Oblasts YEAR PLANNED

ACTUAL

SOURCE: Centers for Disease Control and Prevention (CDC) in Central Asia 1998 1
and Project HOPE

INDICATOR DESCRIPTION: The Directly Observed Treatment - Short Course
(DOTS) procedure for treatment of tuberculosis patients has been approved by
the World Health Organization as the most cost effective treatment. DOTS use
is considered effective if at least 85% of smear positive cases are converted to
smear negative after DOTS therapy.

1999 3*
COMMENTS: The objective measurement of the results of DOTS
implementation will be available after 12-15 months after the beginning of
DOTS.

* - DOTS therapy is effective in Issyk-Kul Oblast. Chui and Bishkek Oblasts are
moving toward it. All seven Oblasts have been implementing DOTS but to
varying degrees.
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Special Initiative 4.2: Cross-cutting programs

USAID/CAR?s Participant Training Project provides training for government leaders and
professionals in areas directly relevant to the transition to democracy and a free-market economy. In
FY 1998, the program is more focused on in-country training activities that provide the technical
skills needed to effectively implement policy change. The Training Project draws on technica
expertise of USAID contractors in the region to deliver short-term training in a variety of formats:
seminars, workshops, on-the-job training, internships, progressve modules, tiered training,
observation and study tours, programmed learning and conferences

Training is provided via short-term training courses in the United States as well as through in-country
and third-country training programs for key officials. Over 260 Kyrgyzstanis, including 116 women,
have been trained in FY 1998. USAID-funded participants have been instrumenta in the fisca
reform, central banking operations, commercial law, accounting standards, health reform and NGO
development. Training activities in the upcoming year will be used to support the wider technical
assistance effort. This effort benefits citizens at al levels, by training qualified public officials who
are then able to establish more transparent legidations and foster the growth of markets and
democratic governance.

One of the unique features of the project is the significant cross-border training, using one country? s
successful experiences as the training context for another. Kyrgyzstan, more so than any other nation
in the region, has hosted severa other nations? courses, due to the progressive reform efforts of the
government, which serve as models for international trainees. One example is the Family Health
Practices training for Tgjik health practioners.
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FY 1999 Budget Request by Program/Country 13-May-99

Program/Country: KYRGYZSTAN 01:57 PM
Approp Acct:
Scenario
B.O. #, Title
FY 1999 Request Est. S.O.
Bilateral/ Micro- Agri- Other Children's, Child Infectious Other Est. S.O. Pipeline
Field Spt Total Enterprise| culture | Economic|[ Basic Other |Population| Survival Diseases |HIV/AIDS| Health || Environ D/G Expendi- End of
Growth |[Education| HCD tures FY 99
® | o | o | o
SO 1.2: Increased Soundness of Fiscal Policies and Fiscal Management Practices
Bilateral 1750000 1750000 1225000 525000
Field Spt 0
1,750,000 0 0 | 1,750,000 0 0 0 0 0 0 0 0 0 ]| 1,225,000 525,000
SO 1.3: Accelerated Development and Growth of Private Enterprises
Bilateral 5700000 5700000 3990000 1710000
Field Spt 0
5,700,000 0 0 | 5,700,000 0 0 0 0 0 0 0 0 0 ]| 3,990,000 | 1,710,000
SO 1.3: Central Asian-American Enterprise Fund
Bilateral 2000000 500000 1500000 1400000 600000
Field Spt 0
2,000,000 500,000 0 | 1,500,000 0 0 0 0 0 0 0 0 0] 1,400,000 600,000
SO 1.4: A More Competitive and Market-Responsive Private Financial Sector
Bilateral 3150000 3150000 2205000 945000
Field Spt 0
3,150,000 0 0 | 3,150,000 0 0 0 0 0 0 0 0 0 ]| 2,205,000 945,000
SO 2.1: Increased, Better-Informed Citizens' Participation in Political and Economic Decision-Making
Bilateral 2700000 2700000 1890000 810000
Field Spt 0
2,700,000 0 0 0 0 0 0 0 0 0 0 0| 2,700,000 || 1,890,000 810,000
SO 2.3: More Effective, Responsive, and Accountable Local Government
Bilateral 1500000 1500000 1050000 450000
Field Spt 0
1,500,000 0 0 0 0 0 0 0 0 0 0 0 || 1,500,000 || 1,050,000 450,000
SO 3.2: Improved Sustainability of Selected Social Benefits and Services
Bilateral 270000 270000 189000 81000
Field Spt 0
270,000 0 0 0 0 0 0 0 0 0 | 270,000 0 0 189,000 81,000




SO 4.1: Health Earmarks
Bilateral 2080000 2080000 0 1456000 624000
Field Spt 0 0
2,080,000 0 0 0 0 0 0 0 O || #eeteat# 0 0 || 1,456,000 624,000
SO 4.1: Transfers and Allocations
Bilateral 6990000 290000 5700000 1000000
Field Spt 0
6,990,000 0 0 290,000 O |##HHHIHH 0 0 0 0 0 || 1,000,000
SO 4.2: Exchanges and Training (Global Training Program) "
Bilateral 792000 220000 132000 176000 132000 132000 554400 237600
Field Spt 0
792,000 0 0 220,000 0 | 132,000 0 0 0 [[176,000 132,000 132,000 554,400 237,600
SO 4.2: Eurasia Foundation
Bilateral 1500000 200000 1300000 1050000 450000
Field Spt 0
1,500,000 200,000 0 0 0 0 0 0 0 0 0 || 1,300,000 || 1,050,000 450,000
SO 4.2: Special Initiatives (PD&S)
Bilateral 88000 29040 23760, 17600 17600 61600 26400
Field Spt 0
88,000 0 0 29,040 0 0 0 0 0 || 23,760 17,600 17,600 61,600 26,400
Total Bilateral HHHHH R 700,000 O | Bttt O | #itHHHHHH 0 0 O | #tHHH#HH 149,600 || 6,649,600 || #####H#### | 6,459,000
Total Field Support 0 0 0 0 0 0 0 0 0 0 0 0 0 0
TOTAL PROGRAM HHHHHHHR 700,000 O | Bttt O | #tHH#HHHHH 0 0 O | #tHH##H#H 149,600 || 6,649,600 || #####H#### | 6,459,000
FY 99 Request Agency Goal Totals FY 99 Account Distribution (DA only)
Econ Growth HHHHHHH T Dev. Assist Program 28520000
Democracy 6,649,600 Dev. Assist ICASS
HCD 5,832,000 Dev. Assist Total: 28520000
PHN 8,381,760 CSD Program 0
Environment 149,600 CSD ICASS
Program ICASS 0 CSD Total: 0
GCC (from all Goals) 0




FY 2000 Budget Request by Program/Country
Program/Country: KYRGYZSTAN
Approp Acct:
Scenario
B.O. #, Title
FY 2000 Request Est. S.O.
Bilateral/ Micro- Agri- Other Children's, Child Infectious Other Est. S.O. Pipeline
Field Spt Total Enterprise| culture | Economic|[ Basic Other |Population| Survival Diseases |HIV/AIDS| Health || Environ D/G Expendi- End of
Growth |[Education| HCD tures FY 00
® G ® ®
SO 1.2: Increased Soundness of Fiscal Policies and Fiscal Management Practices
Bilateral 4600000 4600000 3220000 1380000
Field Spt 0
4,600,000 0 0 | 4,600,000 0 0 0 0 0 0 0 0 0 || 3,220,000 | 1,380,000
SO 1.3: Accelerated Development and Growth of Private Enterprises
Bilateral 6100000 1000000 5100000 4270000 1830000
Field Spt 0
6,100,000 0 | ##Ht##H## | 5,100,000 0 0 0 0 0 0 0 0 0| 4,270,000 | 1,830,000
SO 1.3: Central Asian-American Enterprise Fund
Bilateral 2000000 500000 1500000 0 1400000 600000
Field Spt 0 0
2,000,000 500,000 0 | 1,500,000 0 0 0 0 0 0 0 0 0 ]| 1,400,000 600,000
SO 1.4: A More Competitive and Market-Responsive Private Financial Sector
Bilateral 2300000 2300000 0 1610000 690000
Field Spt 0
2,300,000 0 0 | 2,300,000 0 0 0 0 0 0 0 0 0] 1,610,000 690,000
SO 2.1: Increased, Better-Informed Citizens' Participation in Political and Economic Decision-Making
Bilateral 2000000 2000000 1400000 600000
Field Spt 0
2,000,000 0 0 0 0 0 0 0 0 0 0 0 || 2,000,000 || 1,400,000 600,000
SO 2.3: More Effective, Responsive, and Accountable Local Government
Bilateral 1300000 1300000 910000 390000
Field Spt 0
1,300,000 0 0 0 0 0 0 0 0 0 0 0 || 1,300,000 910,000 390,000
SO 3.2: Improved Sustainability of Selected Social Benefits and Services
Bilateral 200000 200000 0 140000 60000
Field Spt 0
200,000 0 0 0 0 0 0 0 0 0 | 200,000 0 0 140,000 60,000

13-May-99
01:57 PM



SO 4.1: Health Earmarks

Bilateral 1800000 600000 600000 600000 0 1260000 540000
Field Spt 0
1,800,000 0 0 0 0 0| 600,000 0 600,000 0 [ 600,000 0 0 [l 1,260,000 540,000
SO 4.1: Transfers and Allocations
Bilateral 7500000 n/a n/a
Field Spt 0
7,500,000 0 0 0 0 0 0 0 0 0 0 0 0 [n/a n/a
SO 4.2: Exchanges and Training (Global Training Program) "
Bilateral 1000000 270000 170000 220000 170000, 170000 700000 300000
Field Spt 0
1,000,000 0 0 270,000 0 | 170,000 0 0 0 0 [220,000 170,000 170,000 700,000 300,000
SO 4.2: Eurasia Foundation Il
Bilateral 1000000 200000 800000 700000 300000
Field Spt 0
1,000,000 200,000 0 0 0 0 0 0 0 0 0 0 800,000 700,000 300,000
SO 4.2: Special Initiatives (PD&S)
Bilateral 200000 66000 54000 40000 40000 140000 60000
Field Spt 0
200,000 0 0 66,000 0 0 0 0 0 0 [ 54,000 40,000 40,000 140,000 60,000
Total Bilateral || 700,000 | #t | i 0 | 170,000 || 600,000 0 600,000 O | st 210,000 || 4,310,000 || ###Ht##+# | 6,750,000
Total Field Support 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
TOTAL PROGRAM HHHHHHHR 700,000 | ##H##HHH# | HHHEHHEH 0 | 170,000 600,000 0 600,000 O | #tHH#HH 210,000 || 4,310,000 || #H##H#H#H## | 6,750,000
FY 00 Request Agency Goal Totals FY 00 Account Distribution (DA only)
Econ Growth HH Dev. Assist Program 30000000
Democracy 4,310,000 Dev. Assist ICASS
HCD 170,000 Dev. Assist Total: 30000000
PHN 2,444,000 CSD Program 0
Environment 210,000 CSD ICASS
Program ICASS 0 CSD Total: 0
GCC (from all Goals) 0




FY 2001 Budget Request by Program/Country 13-May-99
Program/Country: KYRGYZSTAN 01:57 PM
Approp Acct:
Scenario
B.O. #, Title
FY 20001 Request Est. S.O. Future
Bilateral/ Micro- Agri- Other |IChildren's Child Infectious Other Est. S.O. | Pipeline Cost
Field Spt Total Enterprise| culture | Economic|| Basic Other |Population| Survival | Diseases |HIV/AIDS| Health || Environ D/G Expendi- End of (POST-
Growth [[Education] HCD tures FY 01 2001)
@) | ® @) @)
SO 1.2: Increased Soundness of Fiscal Policies and Fiscal Management Practices Final Obligation: 2003 ||
Bilateral 4600000 4600000 3220000 1380000 5000000
Field Spt 0
4,600,000 0 0 | 4,600,000 0 0 0 0 0 0 0 0 ]| 3,220,000 | 1,380,000 || 5,000,000
SO 1.3: Accelerated Development and Growth of Private Enterprises Final Obligation: 2005
Bilateral 5100000 1000000 4100000 3570000 1530000f 21648000
Field Spt 0
5,100,000 0 | ##Ht##H | 4,100,000 0 0 0 0 0 0 0 0 || 3,570,000 | 1,530,000 || ######HH
SO 1.3: Central Asian-American Enterprise Fund Final Obligation: N/A
Bilateral 2000000 500000 1500000 0 1400000 600000(|N/A
Field Spt 0 0
2,000,000 500,000 0 | 1,500,000 0 0 0 0 0 0 0 0 ]| 1,400,000 600,000 |IN/A
SO 1.4: A More Competitive and Market-Responsive Private Financial Sector Final Obligation: 2001
Bilateral 2300000 2300000 0 1610000 690000 0
Field Spt 0
2,300,000 0 0 | 2,300,000 0 0 0 0 0 0 0 0] 1,610,000 690,000 0
SO 2.1: Increased, Better-Informed Citizens' Participation in Political and Economic Decision-Making Final Obligation: 2002
Bilateral 2000000 2000000 1400000 600000 4880000
Field Spt 0
2,000,000 0 0 0 0 0 0 0 0 0 0 || 2,000,000 || 1,400,000 600,000 || 4,880,000
SO 2.3: More Effective, Responsive, and Accountable Local Government Final Obligation: 2006
Bilateral 1300000 1300000 910000 390000 5000000
Field Spt 0
1,300,000 0 0 0 0 0 0 0 0 0 0 || 1,300,000 910,000 390,000 || 5,000,000
SO 3.2: Improved Sustainability of Selected Social Benefits and Services Final Obligation: 2000
Bilateral 0 0 0 0 0
Field Spt 0
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0




SO 4.1: Health Earmarks Final Obligation: N/A
Bilateral 2000000 400000 400000 1200000 0 1400000 600000(|N/A
Field Spt 0
2,000,000 0 0 0 0 0| 400,000 0 400,000 O | #Ht#H# 0 0 ]| 1,400,000 600,000 |IN/A
SO 4.1: Transfers and Allocations Final Obligation: N/A
Bilateral 6500000 0 4550000 1950000(|N/A
Field Spt 0
6,500,000 0 0 0 0 0 0 0 0 0 0 0 0 || 4,550,000 | 1,950,000 [[N/A
SO 4.2: Exchanges and Training (Global Training Program) Final Obligation: 2006
Bilateral 1000000 270000 170000 220000 170000 170000 700000 300000 2500000
Field Spt 0
1,000,000 0 0 270,000 0| 170,000 0 0 0 0 | 220,000 170,000 170,000 700,000 300,000 || 2,500,000
SO 4.2: Eurasia Foundation Final Obligation: N/A
Bilateral 1000000 200000 800000 700000 300000(|N/A
Field Spt 0
1,000,000 200,000 0 0 0 0 0 0 0 0 0 0 800,000 700,000 300,000 |IN/A
SO 4.2: Special Initiatives (PD&S) Final Obligation: n/a
Bilateral 200000 66000 54000 40000 40000 140000 60000 0
Field Spt 0
200,000 0 0 66,000 0 0 0 0 0 0 | 54,000 40,000 40,000 140,000 60,000 0
Total Bilateral HHHEH# | 700,000 | #HHEHHIE | I 0| 170,000 || 400,000 0 400,000 O | #HHHHHH 210,000 || 4,310,000 [| ####H#### | 8,400,000 || #HH##HHH
Total Field Support 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
TOTAL PROGRAM HHHHHR || 700,000 | #HEHH | #HHHEHEH 0| 170,000 || 400,000 0 400,000 O | #HHHHHH 210,000 || 4,310,000 [| ###H#### | 8,400,000 || #H#H##HHH
FY 01 Request Agency Goal Totals FY 01 Account Distribution (DA only)
Econ Growth HH I Dev. Assist Program 28000000
Democracy 4,310,000 Dev. Assist ICASS
HCD 170,000 Dev. Assist Total: 28000000
PHN 2,444,000 CSD Program 0
Environment 210,000 CSD ICASS
Program ICASS 0 CSD Total: 0
GCC (from all Goals) 0




MISSION WORKSHEET

Last edit: 17-Mar-99 US ASSISTANCE TO KRG (FY'99 PROGRAM BUDGET)-KYRGYZSTAN - USAID (rounded amounts by '000)
OFFICH PROJ. No B.O PROJECT COMPONENT Budget Obligation FY 2000 Remarks
FY98 C/O FY99 OYB Location CP
Actual Changes Total Proposed | Changes Total
1 2 3 4 5 6 7 8 9 10 11 12 13
OST | 110-0001 Special Initiatives
3 [Other Emergencies 240,000 240,000
MCI - Flood Relief 240,000 240,000 MACS FY98C/O 12/01 $240K Flood relief
PPS 4 [Program Design and Support 88,000 88,000 MACS
Sub-Total 240,000 240,000 88,000 88,000 200,000
OST | 110-0004 Health Care
3 [Finance & Service Delivery Alternatives 100,000 100,000 270,000 270,000 200,000
TALT 22,000 22,000 MACS
Health TALT 79,000 (29,000) 50,000 MACS FY98C/O 02/19 ($20K)
Abt. Associates/Abt Evaluation 29,000 29,000 270,000 270,000 MACS FY98C/O 02/19 $20K Abt Evaluation
4 [Medical Partnerships 1,200,000 (600,000) 600,000 1,800,000
AIHA 1,200,000 | (1,000,000) 200,000 NMS FY990YB 02/19 ($400K), FY990YB 03/17 ($600K
TBD 400,000 400,000 FY990YB 02/19 $400K
4 [Vaccine & Pharmaceutical Security 680,000 680,000
CDC 580,000 (200,000) 380,000 MACS FY990YB 02/19 ($200K)
Project Hope 100,000 100,000 MACS |
TBD 200,000 200,000 FY990YB 02/19 $200K
Program Design and Support MACS
4 [Women's Health/Family Planning 1,000,000 (200,000) 800,000
TBD 400,000 (200,000) 200,000 NMS FY990YB 03/17 ($200K) to Pro009
Abt Associates 400,000 400,000 NMS
Program Design and Support 200,000 200,000 MACS
Sub-Total 101,000 101,000 | 3,150,000 (800,000) | 2,350,000 2,000,000
ODT | 110-0007 Democratic Reform
2 |Political Process 970,000 250,000 ( 1,220,000
NDI 400,000 50,000 450,000 MACS FY990YB 02/19 $50K
IFES 370,000 200,000 570,000 NMS FY990YB 02/19 $200K
ABA/CELLI 200,000 200,000 MACS
2 |Civil Society 1,375,000 (280,000)| 1,095,000
Counterpart 1,025,000 (100,000) 925,000 MACS FY990YB 02/19 ($100K)




FY98C/O 01/11 ($164K) from Pro007

FY98C/O 01/11 ($200K) from Pr0012

New activities 350,000 (180,000) 170,000 MACS FY990YB 02/19 ($180K)
Independent Media 355,000 30,000 385,000
Internews 350,000 30,000 380,000 | NMS/MACS FY990YB 02/19 $30K
Indicators Survey 5,000 5,000 MACS
Sub-Total 2,700,000 2,700,000 2,000,000
OST | 110-0008 Public.Admin./Local Government
{Local Governmen 364,000 364,000] 1,500,000 1,500,000 1,300,000
TBD 164,000 164,000 MACS
OST ICMA, Resource Cities Partnershig 200,000 200,000 MACS
ICMA 1,500,000 (100,000)| 1,400,000 MACS FY990YB 02/19 ($100K)
Program Design and Support 100,000 100,000 FY990YB 02/19 $100K
Sub-Total 364,000 364,000 | 1,500,000 1,500,000 1,300,000
OMT | 110-0009 Economic Restructuring
Fiscal Reforms 1,600,000 150,000 | 1,750,000 4,600,000
Fiscal Reform 1,600,000 1,600,000
Barents Group 1,290,000 1,290,000 MACS
Fiscal - new 310,000 310,000 MACS
Public Sector Accounting Reform 150,000 150,000
Public Sector Accounting Reform 150,000 150,000
Market Environment 300,000 300,000 5,450,000 250,000 | 5,700,000 5,100,000
yrise Developmen 150,000 150,000
IESC Business Development 150,000 150,000 MACS
al Law Reform 1,675,000 1,675,000
ARD/ Checchi ComLaw Training 200,000 200,000 MACS
ComLaw Reform - new 1,475,000 1,475,000 MACS
tory Reform 700,000 700,000
TBC 700,000 700,000 MACS
Investment 750,000 750,000
Booz Allen & Hamilton 570,000 570,000 MACS
Trade & Investment - new 180,000 180,000 MACS
1 Reform 750,000 250,000 | 1,000,000
TBC 750,000 250,000 | 1,000,000 MACS
1g Conversior 150,000 150,000 1,000,000 1,000,000
Carana 150,000 150,000 900,000 900,000 MACS
Accounting Reform - new 100,000 100,000 MACS
3sign & Suppori 575,000 575,000
TA/Monetary 2,750,000 400,000 [ 3,150,000 2,300,000
al Markets 1,050,000 1,050,000




FY98C/O 01/11 ($200K) to Pr0008

Pragma 1,050,000 1,050,000 MACS
1iting&Supervisiot 1,700,000 400,000 | 2,100,000
IBTCI 1,492,000 1,492,000 MACS
Bank Restructuring - new 208,000 208,000 MACS
Banking - TBD 400,000 400,000
110-0005 TA/Monetary
Sub-Total 300,000 300,000 | 9,800,000 800,000 | 10,600,000 12,000,000
OST | 110-0010 Eurasia Foundation
Eurasia Foundation 1,500,000 1,500,000 NMS 1,000,000
Sub-Total 1,500,000 1,500,000 1,000,000
OMT | 110-0011 Enterprise Funds
CAAEF 2,000,000 2,000,000 NMS 2,000,000
Sub-Total 2,000,000 2,000,000 2,000,000
PPS | 110-0012 Exchanges & Training
Participant Training 792,000 792,000 1,000,000
AED 792,000 792,000 NMS
Partnerships 720,000 (200,000) 520,000 MACS
Sub-Total 720,000 (200,000) 520,000 792,000 792,000 1,000,000
TOTAL 1,285,000 240,000 | 1,525,000 | 21,530,000 21,530,000 21,500,000




1. SUPPLEMENTAL ANNEXES
Environmental | mpact

With the CAR Mission taking COTR and financia management responsibility for the magjority of
contracts and grants under each of its SOs, guidelines are needed to ensure compliance with overall
Agency environmental policies and procedures (per 22 CFR 216). Toward that end, an
ENI/EEUD/ENR representative consulted extensively with the USAID/CAR's Office of Energy and
Environmenta Initiatives (OEEI) over the past year and helped update Mission files with
environmental compliance documents for ENI Bureau projects. Based on discussions during that
vist, aff from OEEI with input from environmental specialistsin the ENI and Globa Bureaus, have
developed a Mission Order (MO) which outlines the procedures and responsibilities of each of the
Misson's strategic objective Team Leadersin complying with the regulations. The MO received find
approval shortly before R4 submission.

On the basis of the MO guiddlines, Initial Environmental Examinations (IEES) will be completed for
a technical assistance task order for the Local Government Program (Strategic Objective 2.3) by the
4th quarter of FY 99. In order to determine whether new or amended | EES are needed, each SO team
will review ENI Bureau projects environmenta compliance documentation, where gpplicable, and the
environmental aspects of its on-going activities.

It is anticipated that the latter action will not be an onerous task and few IEEs will be necessary for
CAR. The mgority of those that will be completed after the assessment are not expected to require
lengthy documentation because throughout the CAR Mission, assistance is focused on legal and
regulatory reform, training, and institutional strengthening. At present there are no construction
projects and very few engineering or commodity purchases (mainly ADP and office equipment) as
part of the Mission portfolio that would require extensive environmental evauations. Therefore, the
Mission anticipates at the time of R4 submission that significant resources from Washington will not
be needed to assist in the above efforts.

43



Updated Results Framework

SO 1.2 Increased soundness of fiscal policies and fiscal management practices.
IR1.2.1 Central government shifted roles and responsibilities as primary fiscal manager
and regulator vis-a-visloca government, state-owned enterprises and private sector.
IR1.2.1.2 Roles and responsibilities of different levels of government clarified
IR1.2.2 Government of Kyrgyzstan complied with the international financial
institutions? conditions.
IR1.2.3 Taxes are more fairly and broadly applied and enforced.
IR1.2.3.1 A more rational tax policy enacted.
IR1.2.3.2 Efficiency of tax administration system increased.
IR1.2.3.2.1 Computers used to produce necessary information for tax
administration and collection.
IR 1.2.3.2.2 Officials are trained in modern tax administration methods.
IR1.2.4 Improved budget management.
IR 1.2.4.1 Expenditure allocation process rationalized.
IR1.2.4.2 Government borrowing less inflationary.
IR1.2.4.2.1 More robust secondary market for government securitiesis
developed as a primary debt instrument.
IR1.2.4.2.2 Policy advice to the government to limit NBKR share of deficit
financing is accepted.

SO 1.3 Accelerated development & growth of private enterprises.
IR 1.3.1 Improved operating environment for private sector growth.
IR 1.3.1.1 Improved policies, laws and regulations in place to ensure competition
and allow for easy market entry and exit.
IR 1.3.1.1.1 Business and business advocacy groups strengthened.
IR 1.3.1.1.2 Modern financial reporting standards are used.
IR 1.3.1.1.3 Modern audit and accounting SRO supervises and regulates
compliance with accounting standards.
IR 1.3.1.1.4 Wéll-trained audit and accounting firms and educational
institutions teaching new standards and/or conducting conversions.
IR 1.3.1.2 Courts and administrative agencies strengthened to enforce
policies, laws and regulations.
IR 1.3.1.3 Government of Kyrgyzstan complied with the international
financia ingtitutions? conditions.
IR 1.3.2 Human resources improved to function in a market economy.
IR 1.3.3 Increased availability of and access to capital and technological resources for the
private sector.



SO 1.4 A mor e competitive and market-responsive private financial sector.

IR1.4.1 Government regulatory agencies supervise, administer and enforce legidation.
IR1.4.1.1 Legal structure required for efficient operation of financial marketsis
defined and adopted.

IR1.4.1.2 Regulatory framework and reporting systems are broadly applied to
effectively screen out deficient institutions.

IR1.4.2 More forms of financia intermediation are institutionalized and effectively supply

the private sector on a competitive basis.

IR1.4.2.1 Financial institutions effectively serve the private sector.
IR1.4.2.1.1 Securities market institutions effectively serve financia
industry.
IR1.4.2.1.2 Stock market effectively serves securities market.
IR1.4.2.1.3 Broker-Dealer Association effectively supervises, regulates and
administers broker/dealer activity.

SO 2.1 Increased, better-informed citizens' participation in political and economic decision-
making.
IR 2.1.1 NGO participation in civil society strengthened.
LLR 2.1.1.1 Strengthened quality of NGO capacity.
LLR 2.1.1.2 Strengthened sustainability of NGOs
LLR 2.1.1.3 Improved laws/policies enabling NGO formation and operation.
IR 2.1.2 Information on domestic economic policies and politics available.
LLR 2.1.2.1 Domestic news widely available via electronic media
LLR 2.1.2.2 Increased quality of independent electronic media
IR 2.1.3 Increased responsi veness and accountability of government to citizens/citizens
organizations.
LLR 2.1.3.1 Increased government transparency and accountability to citizens and
NGOs.
LLR 2.1.3.2 More genuine and competitive political processes.
LLR 2.1.3.3 More effective and independent elected officials.

SO 2.3 More Effective, Responsive and Accountable L ocal Gover nment.
IR 2.3.1 Participation - Practices promoting citizen input and invol vement adopted.
IR 2.3.2 Capacity - Practices improving delivery of services and management of resources
adopted.
IR 2.3.3 Autonomy - Powers of local government increased.

SO 3.2 Improved sustainablity of social services
IR 3.2.1 Cost-effective health care services demonstrated in selected oblasts.
IR 3.2.2 Shift from public to private ownership and maintenance of housing
(COMPLETED).
IR 3.2.3 Cost-effective health sector reforms adopted nationaly.
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Evaluation Agenda
GAO Audit December 1998

SO 1.2 (Market Transition - Fiscal Reform)
Fiscal Reform Assessment, August 1998

SO 1.3 (Market Transition - Private Enterprise Growth)
Accounting Assessment, December 1998

Accounting Assessment, August/September 1998
Accounting Assessment, May/June 1997

Lessons Learned Conference on Accounting, April 1998
Accounting Assessment, April 1998

Privatization Assessment, February 1998

Accounting Assessment, January 1997

SO 1.4 (Market Transition - Financial Sector Reform)
Banking Assessment, March 1999
Capital Markets Assessment, May 1998

SO 2.1 (Democratic Transition)

|FES Evauation anticipated in 1999

Civil Society Assessment, ENI/DG, February 1999

Review of Internews conducted by P. Graves, ENI/DG, January 1998

Electronic Mass Media Assessment, January 1998

Participatory Evaluation of the Counterpart Consortium Cooperative Agreement, December 1996

SO 2.3 (Housing & Local Government Reform)
Municipal Financia Management Project Final Evaluation Report, December 1996

SO 3.2 (Social Transition - Health Care Reform)
Health Program Review anticipated in August 1999
Evaluation of the Health Care Financing and Service Delivery Reform Program, April 1997

Special Initiatives 4.1 (Infectious Diseases and Reproductive Health)

Infectious Disease Assessment anticipated in April 1999

Regional Assessment of Infectious Disease Work, December 1997 (completed July 1998)
Reproductive Health Strategy Assessment, June 1998

Midterm Evaluation of SOMARC? s Projects in the Central Asian Republics, July 1997
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V. APPENDICES
Appendix A: Glossary of Acronyms

ABA/CEEI - American Bar Association/ Central and East European Law Initiative
ADB - Asian Development Bank

AIHA - American International Health Alliance

ANESMI - Association for Independent Electronic Mass Media
ARD/CHECCI - Associates in Rural Development

CAAEF - Centra Asian-American Enterprise Fund

CAR - Central Asian Region

CDC - Centers for Disease Prevention & Control

CEC - Centrd Election Commission

CNFA - Citizens Network for Foreign Affairs

DHS - Demographic and Health Survey

DOTS - Directly Observed Therapy, Short-Course

EBRD - European Bank for Reconstruction & Development
ENI - Bureau for Europe and the New Independent States
ESAF - IMF Extended Fund Facility

EU - European Union

FGP - Family Group Practices

SEATS - Family Planning Services and Expansion and Technical Support
FINCA - Foundation for International Community Assistance
FSN - Foreign Service Nationa

FSVC - Financial Services Volunteer Corps

FY- Fisca Year

GAR - Generd Abortion Rate

GDP - Gross Domestic Product

GOK - Government of Kyrgyzstan

GTZ - German Agency for Technical Cooperation

HOPE - Health Opportunity for People Everywhere

IBTCI - International Business & Technical Consultants Inc.
ICMA - Internationa City/County Management Association
|EC - Information, Education, Communication

|ESC - International Executive Service Corps

IFES - International Foundation for Electoral Systems

IMCC - International Management Communication Corporation
IMF - International Monetary Fund

ISAR - Initiative for Socia Action and Renewal in Eurasia

IAS - International Accounting Standards

IR - Intermediate Result

K SE - Kyrgyzstan Stock Exchange

KDHS -Kyryzstan Demographic and Health Survey
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KPMG - Klinveld Peat Marwik Georgeler

LLR - Low Level Result

MOH - Ministry of Hedlth

MPP - Mission Performance Plan

NBK - National Bank of Kyrgyzstan

NDI - National Democratic Institute

NGO - Non-governmental organization

NIS - New Independent States

NSC - National Security Commission

NRIT - National Research Institute of Tuberculosis

OSCE - Organization for Security and Cooperation in Europe
ODIHR - OSCE/Office for Democratic Institutions and Human Rights
PCP - Primary Care Practice

R4 - Results, Review and Resource Request

SME - Small and Medium-sized Enterprises

S.O. - Strategic Objectives

SRO - Sdf-Regulatory Organizations

TB - Tuberculosis

UN - United Nations

UNDP - United Nations Development Programme

UNFPA - United Nations Population Fund

UNHCR - United Nations High Commissioner for Refugees
UNICEF - United Nations Children Fund

EU/TACIS - European Union / Technical Assistance for Commonweslth of Independent States
USAID - United States Agencies for International Devel opment
USAID/CAR - USAID/Central Asian Region

USIS - United States Information Service

USSR - Union of Soviet Socialist Republics

WHO - World Health Organization

WTO - World Trade Organization
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